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THE SITUATION 


Business in 


New 


quieter during February than for several months. 


England was apparently 


This slowing down is partly seasonal, but prob- 
ably much of it is more fundamental. 

One of the most adverse factors in the situa- 
tion is the strike which started in several of the 
cotton goods manufacturing centers of New Eng- 
land a few weeks ago when the mill operatives 
refused to accept a 20 per cent. reduction in pay 
and, in some instances, a lengthening of the work- 
ing week from 48 to 54 hours. In several of the 
districts where there was no increase in the num- 
ber of hours, the workers voted to accept the 20 
per cent. wage reduction, and continued to work. 
The main objection in New Hampshire, for in- 
stance, seemed to be to the longer working week, 
rather than to the wage reduction. Considering 
the large number of workers involved in the 
(estimated at 


strike, approximately 


there has been very little disorder. 


50,000), 
The wage 
reduction had been foreseen for some time by 
both sides, manufacturers claiming that it was 
necessary in order that the northern mills might 
compete with those of the south. This is the 
second general cut that has been made in the 
cotton industry of New England, the first occur- 
ring in December, 1920, and amounting to 
per cent. 


2214 
Even with these two reductions, it is 
claimed that wages in this industry are still 
nearly twice as high as they were before the war, 
although it is probable that they were abnor- 
mally low for several years prior to 1914. 

It must be admitted that every strike, just as 
every war, results in a real economic loss, and 
therefore should be avoided if it is possible to do 
so. On the other hand, wages and commodity 
prices have experienced such wide and violent 


fluctuations during the past few years that there 


are many cases in which the wages prevailing for 
a certain kind of work in one part of the country 
are inconsistent with those paid in another sec- 
tion, or where wages in one industry are quite out 
of line with the pay received for an equal amount 
of similar work in another industry situated in 
the same territory. Therefore a readjustment is 
Much of that 


comes when rates of pay are changed comes 


almost inevitable. the trouble 


from a lack of differentiation between rates of 
When com- 
modity prices are going up the earnings of labor 


pay and actual weekly earnings. 


tend to keep pace with the rise of retail prices; 
but when commodity prices are declining and 
industrial conditions are depressed, earnings de- 
pend on what industry can pay. 

Production of cotton textiles ip this district 
was declining even before the strike started. 
Cloth was not selling well, because buyers antici- 
pated that lower prices would prevail as soon as 
the expected wage reduction had taken effect. 
On the other hand, mill agents claim that the re- 
duction is necessary in order to sell cloth on even 
the present basis. 

The 


woolen and worsteds, has also curtailed opera- 


other branch of 


the textile industry, 
tions during the past few weeks, although it is 
running at a higher rate of capacity than the 
cotton industry was before the strike started. 

The recent trend in retail trade is another ad- 
verse factor in the situation, but this is largely 
Net sales of 
Boston department stores during January were 


attributable to seasonal influences. 


but slightly more than half as large as in the pre- 
ceding month, and were about nine per cent. 
lower than during January, 1921. Department 
stores in other New England cities experienced 


nearly as large a curtailment. During the next 
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few months retail trade should increase, as is 
normal during spring, although it will not be 
surprising if it is not as large as during the 
same season last year. Merchants situated in 
textile centers have suffered considerably from 
curtailment caused by the strike and by rumors 
of wage reductions in factories not yet affected, 
for workers have naturally become more cau- 
tious in their spending. 

There are, however, several favorable factors 
in the situation tending to offset these adverse 
ones. One of these is the fundamental improve- 
ment in the building industry. Although the 
amount of building being constructed at the 
present time is less than it was last summer, due 
to the natural slackening during the winter 
months, nevertheless the decline has not been 
as large as is usually experienced. The value of 
the contracts being awarded and permits for new 
building being issued indicate that there will be 
a considerable increase in building operations 
this spring. Building costs have decreased now 
to such a point that they bear approximately the 
same relation to rents as they did in 1913. In 
other words, the owner of a building constructed 
at the present time can receive nearly as large a 
return on his investment as he did before the 
war. There still remains an insufficient amount 
of mortgage money to finance a large volume of 
building, although this is seemingly being over- 
come. 

Conditions in two other prominent New Eng- 
land industries — shoes and paper — have im- 
proved since the first of the year. Production 
in the shoe industry has increased, partly in an- 
ticipation of Easter and partly for regular spring 
delivery. Output during January, judging by 
returns made to this bank, was larger than 
during any month last year. The paper in- 
dustry is making headway rather slowly, to be 
sure, yet prices are firm and the number of small 
orders calling for immediate delivery indicates 
that stocks in distributors’ hands are smaller 
than normal. 

The status of the farmer’s purchasing power is 
a topic which has been treated so often during 
the past year that it has ceased to be as seriously 
considered as it should be. Practically every 
depression is preceded by a marked reduction in 
the farmer's purchasing power. It is certainly 
true of this past one. Within the last few weeks 


there has been a decided change in the funda- 
mentals underlying this situation. There has 
been a very rapid increase in the price of farm 
products, amounting in several cases to an im- 
provement of 50 per cent. or more from the low 
point. Although this rise has occurred at a 
time when the farmer has very little of last year’s 
crops still on hand, nevertheless it is highly im- 
portant. If any considerable portion of the 
increase is retained until the next crops are har- 
vested, the farmer’s purchasing power should be 
so enhanced that there should be a decided stim- 
ulus to business. 

Notwithstanding that the price of farm prod- 
ucts in the primary markets increased during 
January, retail food prices the country over 
showed a moderate decline. In Massachusetts 
the cost of living receded to the lowest point 
reached so far, although it still remains 57 per 
cent. above the 1913 level, after having declined 
22 per cent. from the high of July, 1920. 

The credit situation in New England changed 
but little during February. Interest rates, if 
anything, increased, although credit is still rela- 
tively easy to obtain. There has been no change 
in the rediscount rate of the Federal Reserve 
Bank of Boston since November, the rate re- 
maining 4% per cent. for all classes of loans. 
The Government must refund notes and bonds 
coming due to the amount of about $6,000,000,- 
ooo in the next fifteen months. This, of course, 
may operate to keep money rates firm during 
the major portion of that time. Credit condi- 
tions throughout the country have improved 
considerably of late through the liquidation of 
loans in the agricultural districts of the west and 
south. Under the circumstances, the money and 
banking situation in New England, as well as in 
the country at large, is considered satisfactory. 

The present recession in business activity 
should neither shake the faith of those who are 
looking forward to somewhat better times later 
in the year nor confirm the opinion of those 
who expect poorer business. It is too much to 
expect that, after such a severe depression as 
we have been through, the recovery should be 
rapid or even continuous. There are bound to 
be interruptions such as the present one. 
Furthermore, it is probable that the present 
dullness is due largely to the normal winter- 
slackening and to the disturbing influences of 
the textile strike. 
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REVIEW OF BUSINESS AND FINANCIAL 
CONDITIONS THROUGHOUT THE 
COUNTRY 
By THE FEDERAL RESERVE BOARD 
During February improvement of conditions 
} 


in several basic industries has furnished a more 


hopeful prospect for the trade of the coming 
months. This better outlook has in some 


measure been offset by labor and other difh- 


culties in the textile industry which have resulted 
in reduced activity in that branch of business. 


Fluctuations in the price of raw materials have 


ubjected the textile trade to still further diff 
culty, while in that as well as in others the lack 
of forward orders has made it difficult to plan 
policie s far in advance In iron and steel vary- 
ae ; 1] saa | 

ing opinions exist as to the situation and out- 
look. It is to be noted, however, that there 


has been distinct increase in the activitv of the 


ants of the United States Steel Corporation, 


well as some increase in the activity ol 
| 


s. The net 


inde 
pendent mill outcome of these 
changes has been to diminish the irregularity 
and unevenness noted in the movement of in 
dustry during ro21. Textiles and allied lines 
which have been far in advance of others are 
losing their relative momentum. The evening 
tendency thus evident by current readjustments 
is reflected in the fact that the Federal Reserve 
Board’s price index remains unchanged at 128. 
Wholesale and retail trade indices are disposed 
to show recession of buying in most parts of the 
country, save for seasonal activity in special 


lines, such as dry goods. The volume of em- 
ployment (another important factor in influenc- 
ing demand for goods) shows but little modifi- 
cation. As compared with last year the volume 


of building is very much larger, January permits 
being more than double what they were a year 
gO. 

Financially the month has shown continued 
reduction in the volume of credit required. 
Foreign exchange has shown a decidedly stronger 
tendency, the highest levels for a long time past 
having been reached in sterling, francs and 
some other European currencies. | Business 
failures are on a materially higher level than in 
1921, while the month of February, as previously 
predicted by commercial agencies, also shows 
an increase in commercial failures, as contrasted 
with January. 
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MONEY AND BANKING 


General Money Market. After the sharp rise 
in bond values experienced during the last half of 
1921, the comparatively stationary prices ruling 
since the turn of the year indicate a reactionary 
tendency. It must be borne in mind, however, 
that so perpendicular a rise cannot reasonably be 
expected to continue indefinitely. As compared 
with 1920, the 1921 bond market was character- 
ized by a relatively small volume of new financ- 
ing, on the one hand, and a rapidly growing in- 
vestment demand on the other. The supply of 
new securities did not keep pace with the demand 
for them. 

During the next 15 months, however, there 
will be a vast amount of government financing. 
Including the $400,000,000 of Victory 334 per 
cent. notes called for payment in June, there are 
more than five and a half billion dollars of funded, 
floating and War Savings obligations maturing 
on or before May 20, 1923. The issuance of long- 
term bonds to meet these maturities will greatly 
increase the supply of new securities. At the 
same time the investment demand may be re- 
duced, since the present holders of a large part of 
the maturing debt are corporations and institu- 
tions temporarily employing their idle funds in 
this manner, pending business revival. A large 
part of such working capital will not be reinvested 
in the longer term bonds to be issued, but will 
seek an outlet as before in short-dated paper, 
unless needed in business channels. The new 
bonds therefore must eventually be widely dis- 
tributed and absorbed by permanent investors. 
State and municipal refinancing and corporate 
requirements will add further to the strain on the 
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investment market during the coming year. 
Substantially the same situation exists abroad. 

In spite of the steady improvement in the 
fundamental factors governing the money mar- 
ket, instanced by the continuation of liquidation 
and resultant piling up of banking reserves, the 
market has grown no easier in the last month. On 
the contrary, it is unmistakably firmer. Com- 
mercial paper is on a firm 5 per cent. level now, 
sometimes higher, whereas the middle of Janu- 
ary frequently witnessed good names at 434 per 
cent., and occasionally the choicest mill paper as 
low as 4% percent. Prime bankers’ acceptances 
are now generally on a 4 per cent. basis as con- 
trasted with 334 per cent. in January; 90-day 
maturities of U. S. Treasury Certificates of In- 
debtedness are selling a shade lower, on a 334 
per cent. basis. 

Money rates in the open market at Boston on 
February 15, 1922, were as follows: 
Commercial Banks to Customers 
Brokers’ Call Money 
go-day Bankers’ Acceptances, unendorsed 


Commercial Paper (Note Brokers) 
Year Collateral Loans 


2 per cent. 
5 per cent. 
4 per cent. 
5 per cent. 
5% per cent. 


<1 
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Member Banks. Suggestive of growing Sav- 
ings departments in the commercial banks of this 
Federal Reserve district is the growing ratio of 
time to net demand deposits for the sixty-six re- 
porting banks located in selected cities, including 
Boston, throughout New England. This ratio 
stood at 22.6 per cent.in February, 1921. This 
year it was 24.5 per cent.,—four and one-half 
times as large a proportion as shown by the 
eleven members of the Boston Clearing House 
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Association where the ratio declined during the 
period 5.7 per cent. to 5.5 per cent. 

U.S. Treasury Operations. On January 25 a 
new offering of United States Treasury short- 
1922, and due 
March 15,1925, was announced. $400,000,000 or 
thereabouts to be known as Series A 


term notes dated February 1, 
1925, and 
bearing an interest rate of 434 per cent., was 
offered. As this was in substance a refunding 
operation, the right was reserved to allot addi- 
tional notes up to one half of the offering, to the 
extent that Victory notes were tendered in pay- 
ment at par. 

The quota for this district——$34,640,000 with 
$17,320,000 extra in exchange for Victory Notes, 

was oversubscribed 21% times. $86,244,800 of 
subscriptions were received,of which $51,960,000 
were allotted,—$17,320,000 Victory Notes were 
accepted in payment. The entire issue was more 
total allot- 
ments amounted to $601,599,500. Every Federal 


than four times oversubscribed and 


Reserve district oversubscribed its quota, Boston 


ranking seventh in per cent. of oversubscription. 


Acceptances. The early part of the period, 
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RESERVE BANK OF BOSTON 
January 20 to February 20, found the bill market 
very slow and demand poor, apparently in- 
fluenced as much by the dealers’ offering rate of 
33; per cent. as from any other cause. It was 
noticeable that the less known names moved the 
best because of their higher vield. The dealers’ 
portfolios increased, followed by an increase in 
7g per cent., as the low call 
money rates prevailing were raised. 


the offering rate to 3 
The supply 
was limited but the sales continued poor as the 
period advanced and dealers changed their bid 
rate to 4, and offered at 4 per cent. 

Early February showed a slight improvement 
in sales but there continued certain hesitancy, in- 
Ap- 


proaching the 15th the improvement, influenced 


fluenced by the new government financing. 


by easier money, became more noticeable and 
the dealers are anticipating going back to 4 per 
bids, 3% asked. Most bills 
have been on cotton, 
followed in order by sugar, wool and wheat. 
This bank purchased very few bills during the 
period until it was well advanced when we bought 
rather freely at 4 per cent. for prime bills, all 
maturities, one to ninety days. 


cent. per «Cent. 


offered in this district 
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RETAIL ° 

Retail trade has not been improving during 

the past two months, according to reports re- 
ceived by this bank. Of course, the volume of 
trade during February is always a great deal less 
than during either January or March; neverthe- 
less, the decline this past month has been more 
than usual. Christmas trade had been good, and 
in fact sales were holding up well until the middle 
of January, when a set-back occurred. This may 
be accounted for in many manufacturing centers 
because of the wage cuts in the cotton textile in- 
dustry and rumors of similar action in other 
cities not at first affected. Ever since Christmas 
business has been forced, and exceptional bar- 
gains and extra sales effort have been necessary 

to maintain even the current volume of sales. 
The net sales of eight Boston department 
stores during January, the latest month for 
which data are available, showed a decline of 
8.7 per cent. from those of January, 1921, and 
3-7 per cent. from those for the same month in 
1920. The decrease between December, 1921, 
and January, 1922, amounted to 46.4 per cent. 
Not all of this decline is due to an actual falling 
off in the volume of business done, some of it 
being attributable to a decline in prices since 
January, 1921. This is shown by the fact that 
the sales transactions of five of these eight stores 
declined less than one per cent. between January, 
1921, and January, 1922, as compared with a 
10.4 per cent. loss in thedollar value of the sales. 





Net Sales 
during 
January, 1922 
Compared wit 
J 1921 Dec. 1921 
8 Boston Depa PY | 16.4' 
18 Outside Departmer 6.3 19.5‘ 
Total 26 Dey it § 8.1 47.2 
4 Boston Women’s Appz 5 23.7 29 .6° 
3; Women’s Ap] 
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TRADE 


Women’s apparel shops in Boston suffered a more 
drastic curtailment of their business than did the 
department stores. Four of them reported a 
23.7 per cent. loss in their net sales in January 
this year, as compared with the same month the 
year before. Department stores situated in New 
England cities other than Boston likewise suf- 
fered from a falling off in sales. 

Notwithstanding the fact that merchants have 
been buying on a hand-to-mouth basis prac- 
tically ever since commodity prices started to 
fall, stocks of goods maintained by the merchants 
who report to this bank are apparently as large as 
is consistent with the volume of sales. Stocks on 
hand in the reporting department stores on 
January 31, 1922, were almost identical, when 
measured by their retail value, with those of 
January 31, 1921. However, there has been a 
fall in retail prices in the interim, so that the 
physical volume of goods was larger this year 
than last. The outstanding orders of department 
stores have been increasing in the past few weeks, 
although they are by no means large at the 
present time. The outstanding orders of seven 
department stores on January 31, 1922, amounted 
to 6.8 per cent. of the cost of their entire pur- 
chases during 1921, compared with 4.8 per cent. 
on the corresponding date in 1921. The out- 
standing orders of eight other New England de- 
partment stores amounted to 5.1 per cent. of 
their 1921 purchases, and of four women’s ap- 
parel shops 3.1 per cent. 





Ratio of Sales Trans- 
Stocks at Retail] Stocks to ic di 
fan. 33, toda Net Sales Jar ry, 
Compared with during ( ; 
Jan. 31,1921 Dec. 31, 1921 Jan. 1922 mon 
1921 
( 8.7 2.98 7% _ (5 stores) 
TI. 4% 3.4' 4.28 t4.1%o (5 stores) 
1.0 7.2. 3.29 7 ES 10 stores) 
16.0° 1.96 No Data 
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WOOi Raw wool prices in the Boston 

market increased steadily be- 
tween last fall and the first part of February, the 
gain on the average amounting to nearly 50 per 
cent. During the past few weeks, however, the 
volume of trading has had a tendency to become 
less, and as a consequence prices have merely 
held their own. At the present time there is a 
conflict of opinion among the wool trade as to 
whether or not prices will continue to increase, 
remain where they are, or decline. It is signifi- 
cant that sales are diminishing and that the mills, 
after announcing lower prices for fall goods, have 
found it necessary or expedient to reduce opera- 
tions somewhat. Wool prices in foreign markets 
have been weak of late. 

Wool growers in the west are getting the benefit 
of the higher prices prevailing in the east, inas- 
much as they are now contracting for the wool 
which is still on the sheep’s back, and in many 
cases the contract price is twice as high as it was 
last year. 

Wool and worsted machinery in this district 
has not been operating at as high a rate during 
the past two or three months as it was during the 
summer and fall, although it is still moderately 
active. It is reported that orders taken at the 
recent opening sales were on the whole not as 
large as had been hoped for, although several 
mills found it necessary to withdraw certain lines 
soon after they were first offered. The clothing 
business has not been particularly prosperous of 
late, especially the men’s lines. It is possible 
that the wage reductions in the cotton industry 
have prompted the purchasers of woolens and 
worsteds to withhold their orders in the hope 
that a similar cut will be made in the wages of 
other textile workers. 

WOOL INOUSTRY 


RATE OF MANUFACTURING ACTIVITY 
NEW ENGLAND 


1919 1920 1921 1922 


| va My 





Monthly totals 


’ 


COTTON The rate of manufacturing ac- 

tivity in New England’s cotton 
industry, as shown by the chart at the bottom of 
this page, which makes allowance for the varying 
number of working days from month to month, 
increased slightly during January. Though Feb- 
ruary figures are not as yet available, the effects 
of the textile strike now in progress are certain to 
cause a downward trend. 

A considerable number of New England cotton 
mills gave notice of a 20 per cent. reduction in 
rates of pay to take effect February 13, accom- 
panied in some cases by an increase in the work- 
ing week from 48 to 54 hours. In New Hamp- 
shire strikes were quite general as a result, in- 
volving probably 25,000 employees in the textile 
centers of Manchester, Nashua, Exeter, New- 
market, Somersworth and Dover. Throughout 
the Pawtuxet Valley in Rhode Island the strike 
was also widespread, although a number of 
mills maintained partial schedules of operation. 
The number of employees involved in this sec- 
tion aggregated about 20,000. Maine and Ver- 
mont have been practically immune from dis- 
putes, though reductions in rates of pay were 
common. Few Massachusetts mills lowered 
wages, those in Fall River and New Bedford 
having maintained existing rates of pay. 

The cotton goods market is inactive. Business 
in fabrics which are distributed through retailers 
has continued moderately good, but the heavier 
materials, the use of which is primarily industrial, 
are in no better demand than a month ago. 
Prices on cotton goods are on the whole slightly 
lower than during January. Buyers expect still 
further reductions in cloth quotations, due to the 
reduction in wages. Manufacturing interests 
contend, however, that prices issued at the first 
of the year took into consideration and dis- 
counted lower wage costs. 


COTTON INDUSTRY 
RATE OF MANUFACTURING ACTIVITY 
NEW ENGLAND 
1919 1920 Bog 1922 


I2O0 | Yee 
| 12 








de 


als of Wool and Cotton consumed in New England have been adjusted for the number of days in each month. 


Average rate during July, 1919, to June, 1920 = 100 








——— 


te 
te 


19 


BOOTS AND The production of boots and 
SHOES shoes in New England during 
January was larger than during 
any month of 1921, according to reports received 
by this bank from representative manufacturers. 
It is doubtful if February production was equal 
to that of January, however. Manufacturers of 
novelties are busy on output for Easter, but there 
has been a curtailment in other parts of the trade. 
It is encouraging to note that New England 
manufacturers produced a little more than 40 per 
cent. of all the shoes made in the country during 
December, as contrasted with but 37.5 per cent. 
during November. New England shoe manu- 
facturers, however, have not been as busy as 
those in other parts of the country for some time. 
This may be accounted for, perhaps, by the fact 
that this district is the center of the high-priced 
shoe industry of the country, and it is well known 
that throughout the past depression the public 
has been demanding low-priced shoes, almost 
irrespective of the quality. 

Although production showed a good increase 
from December to January, shipments of shoes 
did not. In fact, January shipments were barely 
ahead of those of the previous month, according 
to reporting manufacturers. 

Net new orders received during January were 
the lowest for several months. However, the 
total sales for the selling season recently ended 
were larger than for the corresponding season the 
year before, indicating that there will be a larger 
production during the present producing season, 
which lasts several weeks longer, than was made 
last year during the corresponding period. 

There has been very little change in the labor 
situation in this industry during the past month. 
Conditions in Lynn still remain unsettled, and 
current production in that city is small, while 
there has been no wage change in Brockton. 
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Average Monthly Production during 1920 = 100 
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PAPER The situation in the paper in- 

dustry has shown little change 
since the first of the year. The demand for 
paper during the first three weeks of February, 
though slightly better than a month earlier, was 
still below normal. Buying remains, on the 
whole, extremely conservative. With the excep- 
tion of the newsprint branch of the industry, 
where the larger proportion of the business is cus- 
tomarily placed on contract, there has been an 
almost complete absence of final commitments of 
substantial size. Although individual orders are 
small, they are nevertheless sufficiently numerous 
to constitute in the aggregate a fair volume of 
business. Prices remained practically unchanged 
during the month. 

Conditions in one broad field of paper con- 
sumption are indicated in a way by the volume 
of magazine and newspaper advertising. The 
trend of magazine advertising during 1921, to- 
gether with a comparison with each month's 
average during the five-year period 1916-1920, 
is presented in the accompanying chart. Only 
the first two months of 1921 compared favorably 
with the five-year average, and the yearly total 
fell short of the five-vear average by 13 per cent. 
The highest recorded volume of magazine adver- 
tising was attained in 1920, and the decline in 
1921 from the 1920 monthly average amounts 
to about 35 percent. Newspapers have suffered 
a smaller loss in advertising than magazines, but 
even there the 1921 figures were 1o per cent. be- 
low those of 1920. Advertising apparently is not 
used as much during a period of depression, when 
sales are needed the most, as during an era of 
prosperity, when orders are booked so easily that 
immediate deliveries are out of the question. 


| MAGAZINE ADVERTISING 
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The volume of construction 

for which contracts have been 
awarded has fallen off during the past few weeks, 
as is usually the case during the winter, but it is 
probable that fundamentally the building situa- 
tion has actually improved. The value of the 
contracts awarded in New England during 
January, according to the F.W. Dodge Company, 
was the largest for any January for which they 
have records, with the exception of January, 
1920. Without a doubt building costs are lower 
now than they were then, so that the number of, 
or the aggregate size of, the buildings represented 
by the contracts awarded during January must 
be considerably larger than for the corresponding 
month two years ago, although it was exceeded 
during several of the war years. 

The real feature of the building situation is the 
increase in residential construction. In fact, the 
value of the contracts awarded for residential con- 
struction in New England during January, 1922, 
was slightly larger than during January, 1920, 
the high year in point of value of all contracts 
awarded. 

The building has 
stationary since last summer. 


BUILDING 


cost of remained fairly 
There has been 
almost no change in the wage level, although 
labor costs have probably decreased because of 
some increase in the efficiency of the workers. 
Building material prices have been irregular, 
certain items advancing while others fell, but the 
net result is probably a slight increase for the 
whole group. 

The chart at the bottom of this column shows 
the trend of the physical volume of construction 
represented by the contracts awarded in New 
England. It will be seen that the amount of 
building is not decreasing as much as usual this 
winter. 
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TRANSPOR- 
TATION. 


New England railroads will 
receive an increase in revenues 
estimated at $7,500,000 a year 
as a result of the decision of the Interstate Com- 
merce Commission in a recent rate revision case. 
The question at issue was really one of how to 
divide the rate received by carriers outside of and 
inside of New England for services jointly per- 
formed. The roads outside of New England, 
members of the Central Freight Association. are 
financially stronger than those in this territory. 
This is partially due to the fact thev have en- 
joyed the long remunerative haul of freight ship- 
ments to and from distant markets, while New 
England carriers have performed the costly vet 
essential function of distributing the foodstuffs 
and raw materials turned over to them, and in 
turn gathering, loading and delivering to these 
same connecting carriers the manufactured goods 
of this section. Terminal costs have increased 
even faster than other railway expenses and this 
function of gathering and distributing freight— 
in other words, performing the terminal services 

finally became so expensive that no conceivable 
volume of traffic could meet operating expenses 
and pay the fixed charges upon the plant and 
equipment needed. 

The New England roads attempted to secure 
from connecting carriers a larger proportion of 
the rate jointly levied upon through shipments, 
and when the impossibility of securing an agree- 
ment was apparent, appealed to the Interstate 
Commerce Commission for relief. The decision 
rendered provides that carriers in this section 
(with the exception of the Bangor & Aroostook 
and the Boston & Albany) shall receive out of the 
revenues yielded from joint rates on most com- 
modities 115 per cent. of the amount they now 
receive; this will increase their share from ap- 
proximately 33 cents to 38 cents out of each dol- 
lar received from such shipments. Equally 
important, however, is the fact that the Inter- 
state Commerce Commission has abandoned the 
ground that each individual joint rate must be 
separately considered. A precedent has been 
established for treating the whole structure of 
joint rates asa unit, and this should be of mate- 
rial advantage, should future conditions render 
essential still further readjustments in the joint 
rate structure. 

The volume of traffic originating in New Eng- 
land shows a substantial increase over that of a 
year ago, especially in the all-important class of 
manufactured goods; total car loadings for the 
four weeks ending January 28 were 142,000, as 
contrasted with 129,000 for the same period a 
year ago. 





1922 MONTHLY REVIEW OF 


THE FEDERAL RESERVE BANK OF BOSTON 9 

LABOR A widespread cotton strike PRICES AND There has not been much 
started February 13, when most THE COsT OF change in the general wholesale 

of the mills in northern New England and in LIVING price level of commodities for six 


Rhode Island reduced rates of pay 20 per cent. 
In Massachusetts a number of mills made similar 
reductions in wages, but this action has not 
spread either to Fall River or New Bedford, the 
largest cotton goods manufacturing centers in the 
state. A considerable proportion of the mills 
coupled the announcement of wage changes with 
a notice of an increase in the working week from 
48 to 54 hours. Keen competition from the south 
where wage costs are lower is the reason generally 
assigned for the action of mill executives. 

Labor interests in New Hampshire and Rhode 
Island have generally refused to accept reduc- 
tions in rates of pay and the lengthening of the 
working week. However, in the Lewiston dis- 
trict, employees finally voted against a strike. 
Though a number of firms in Massachusetts are 
affected by labor difficulties, the situation is very 
much less serious than in either New Hampshire 
or Rhode Island. In the latter state, the authori- 
ties are endeavoring to find a common basis of 
agreement through a board of conciliation and 
mediation. 

The general labor situation, on the other hand, 
in regions unaffected by the strike among the 
cotton mill operatives, has shown little change, 
according to the reports of the Massachusetts 
Public Employment Offices at Springfield, Wor- 
cester and Boston. The metal trades were, on 
the whole, quiet, though Springfield and Worces- 
ter reported a few calls for machine operators, 
steel polishers and specialized mechanics. The 
number applying for all lines of such work was, 
however, greatly in excess of the demand. The 
Boston and Springfield offices noted a moderate 
demand for carpenters, painters and_ roofers, 
though primarily only for short-time repair jobs. 
Automobile repairmen, chauffeurs, engineers, 
firemen, and clerks, both for offices and stores, 
continue to apply for work in large numbers, and 
the few orders received have not even made an 
impression in reducing the number of applicants. 
The call for help in the printing trades has in- 
creased moderately, and the Springfield office re- 
ports that help of this character is so scarce that 
it has been difficult to fill even the few orders re- 
ceived. There has been a steady call for un- 
skilled, casual laborers, but the work was of a 
temporary character, and the demand far too 
small to care for all men seeking employment. 


or eight months. The average 
price of over 300 commodities quoted by the 
United States Department of Labor remains 
about 50 per cent. above the 1913 average and 
45 per cent. below the high point reached in 
May, 1920. There have been, however, many 
significant movements in the prices of individual 
commodities. Perhaps the changes which are of 
most significance are those which have occurred 
among farm products. There has been a very 
considerable increase in the price of wheat, corn 
and wool in the past few weeks. At present 
growers’ and farmers’ pools in the west are con- 
tracting for the wool which is now on the sheep’s 
back at prices which are in some cases double 
those prevailing a year ago. If the increase in 
wheat and corn prices is maintained until the 
next crop is harvested, it will exert a decidedly 
beneficial influence on the general business situa- 
tion. 

The chart below shows the trend of the cost of 
living in Massachusetts, as reported by the 
Massachusetts Commission on the Necessaries of 
Life. In January (the latest month for which 
data are available) the cost of living was at the 
lowest level reached so far during this period of 
decline, having dropped over 20 per cent. from 
the highest point, although remaining nearly 60 
per cent. above the prewar level. The chart also 
shows the trend of the cost of one important item 
in the family budget—fuel. Fuel prices did not 
increase as rapidly as the prices of most com- 
modities during the war, but on the other hand 
they have not shown the same tendency to de- 
cline, so that at present they are above the aver- 
age price of the other things a family must buy. 
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THE COAL 
The present combination of abnormally low 
production, abnormally high prices and_ the 
prospect of a strike of many thousands of coal 
miners is hazardous enough to business to war- 
The depres- 
sion in the soft coal industry during 1921 was 
the worst Furthermore, the price 
the consumer paid for his coal was more than 
it had been for many years before the war. 
The rate of production of bituminous coal is 
a good index of the rate of manufacturing ac- 
tivity throughout the Soft coal 
used largely for steam purposes, and conversely 
most of the power used is produced by coal. 
The bituminous coal industry is one which does 
hand at the 
as it is mined it is 


rant a close study of the situation. 


since 1893. 


is 


country. 


not maintain large stocks 
source of supply. As fast 
dumped into waiting coal cars and shipped 
away. Broadly speaking, the ultimate 
sumer is the only one who keeps an appre- 
ciable stock of bituminous coal on hand. Three 
years ago, at the time of the coal shortage, 
the difficulty was not an insufficiency of coal 
but of transportation. Inasmuch as there has 
not been a shortage of coal cars recently, it 
will be seen that the reason for the very low 
rate of soft coal production during the past year 
is the drastic curtailment of industry generally, 
and the smaller power  require- 
ments. The chart at the bottom of this column 
compares the monthly rate of bituminous pro- 
duction since April, 1921 (the beginning of the 
coal year) with the average for the five pre- 


on 


con- 


consequent 


ceding years. 

The anthracite branch of the coal industry 
is distinct from the bituminous. Soft coal 
found in many parts of the country, whereas 
all hard coal is mined in a small section in Penn- 
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svlvania. Hard coal is used mainly for domestic 
heating purposes, and, incidentally, the north- 
eastern states of the country use a large pro- 
portion of all the anthracite coal so consumed. 
The chart at the bottom of the second column 
shows that anthracite production held up re- 
markably well in 1921 until the last few weeks 
of the year, although it was almost continually 
below the five-year average. The production 
of hard coal depends perhaps as much upon the 
severity of the weather as upon business pros- 
perity or depression. 

Coal prices are high, and have been high for 
several years. In fact, coal prices are higher 
now, compared with the prewar average, than 
the prices of the majority of commodities. It 
will be seen from the third chart that there 
is not much similarity between the trends of 
soft and hard coal prices at the mine. In the 
first place, the price of soft coal has had more 
marked fluctuations, particularly during 1920, 
when the combination considerable — in- 
dustrial activity and an unusual export demand 
caused a very rapid increase. Although the 
subsequent decline has been very extended, the 
average price of soft coal at the mine today 
is far above that of 1913. On the other hand, 
the trend of anthracite prices, particularly coal 
produced by the leading companies, has been 
less erratic. The big distinction between the 
two curves is the lack of correspondence since 
1920, when anthracite prices failed to decline 
with bituminous. As _ far New England 
is concerned, this tells but half of the story, 
because freight charges on a ton of coal from 
the mine to, let us say, Boston, amount, in the 
case of hard coal, to about $5, compared with 
a mine price of approximately $8. In other 
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words, it costs nearly two-thirds as much to 
move the coal from Pennsylvania to Boston as 
it does to buy it at the mine. Furthermore, 
transportation charges on coal are still at the 
highest level reached so far. Coal prices have 
not kept step with the trend of prices of the 
majority of commodities, either while prices 
were increasing or decreasing. Both the coal 
and transportation industries are basic ones 
and the high prices prevailing in each at the 
present time are important factors in the manu- 
facturing costs of almost all industries. 

It is rather remarkable that, in view of the low 
rate of coal production and the abnormal prices, 
there should be the prospect of a strike which 
has as its basis demands which would increase 
labor costs still further. The present agreement 
between the mine operatives and operators ex- 
pires April 1, and while there is a chance that 
a new agreement may be ratified before that 
date, little progress has apparently been made 
toward that end up to the present time. The 
mine operators realize the necessity of reducing 
coal prices, but claim that to do so requires 
lower labor costs. On the other hand, the 
miners say that even with a wage increase coal 
prices can be lowered by reducing the royalties 
paid to the owners of the mines, lower freight 
rates, curtailing distribution charges, or repeal- 
ing certain objectionable coal tax laws. With- 
out attempting to pass upon the merits or de- 
merits of the present wage scale of the miners, 
or even upon that proposed, suffice it to say 
that, in the long run, the wage will largely 
depend on the supply and demand for labor 
and coal, and the prevailing scale of wages in 
the other industries. The English miners have 
found that through accepting a reduction in 
wages they have had more work, because the 


country has been able to re-enter the ex- 
f ear - = one 
COAL PRICES 
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port markets of the world with low-priced coal. 

There are two phases of the present strike 
situation which require attention. The first 
is the defensive alliance between railroad 
workers and miners. This step was undoubtedly 
suggested by the Triple Alliance of railroad 
workers, coal miners and general transport em- 
ployees in England, which wields a great deal 
of power. The British coal strike of 1921 was, 
however, a failure so far as the immediate de- 
mands of the miners were concerned. In the 
present case railway workers have not given the 
miners a pledge to strike sympathetically on 
April 1, if the miners walk out on that date. 
The situation is fraught with many possibilities, 
and it would be hard to overestimate the signifi- 
cance of a close working agreement between 
these two groups of workers. It should be 
remembered, though, that the railway brother- 
hoods are not given to hasty action. Even if 
the railway workers do not join the miners 
should there be a strike, the course pursued by 
the miners acting independently may seriously 
affect business. If the members of the United 
Mine Workers of America go on a strike and the 
non-union miners remain at work, the latter 


alone will not be able to supply the 
current coal requirements. So the consumers 
must rely mainly on the coal stocks on 


hand. As far as the anthracite situation in 
New England is concerned, it is felt that house- 
holders have nearly an average supply on hand. 
Dealers’ stocks are probably above the average 
at this time of the year, although they have 
been declining of late. Stocks of bituminous 
coal are not evenly divided. Many users seldom 
have more than a few days’ requirements on 
hand, so that when shipments cease a shortage 
becomes apparent almost immediately. New 
England would perhaps be more affected by a 
stoppage of soft coal shipments than most parts 
of the country, because of the long distance 
between this section and the mine fields. 

No matter whether the coal situation is viewed 
from the standpoint of the price level or the 
prospects of a strike, it is serious. It is gen- 
erally conceded that coal prices must be lowered 
in some manner, inasmuch as they are so high 
that there can be little doubt that they are a 
contributing cause to the industrial depression. 
In addition, the effects of a strike would be felt 
by industry in a very few days, particularly in 
New England, because there is not a large 
enough supply of soft coal in the hands of many 
consumers to last more than a few days, and non- 
union production would be inadequate for even 
the present low rate of industrial consumption. 
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